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COUNCIL ON WAGE AND PRICE STABILITY
The long-awaited anti-inflation standards for financial institutions have been
released. CWPS had delayed issuing standards for banks and other financial
institutions conceding its control over that industry’s pricing policies was
limited. Under the new standards, financial institutions are asked to limit
their rate of return on assets or equity to the average rate for the best three
out of five calendar years preceding 1979. Institutions that can’t meet this
test are asked to limit increases in dividends per share to 7 percent and avoid
any increase in service changes to customers. These standards are effective as of
3/22/79 and the Council will accept comments until 4/27/79.
In a related matter, active White House participation in the anti-inflation
fight may soon occur if President Carter chooses to adopt numerous suggestions
of the Council on Wage and Price Stability. Responding to a White House request,
the CWPS is suggesting ways to enable President Carter to use the "persuasive
power of his office", according to CWPS Chairman Kahn., Carefully weighing the
political risks certain to accanpany any unsuccessful Presidential intervention,
especially in the area of wage settlements, the Administration is seriously
considering the more traditional tactics of prior White House occupants that
include "jawboning" corporate executives and criticizing those not in compliance,
combined with praise for "those following the guidelines. Last week’s announce
ment of the sharp increase in corporate profits is expected to propel White House
intervention.
ENERGY, DEPARTMENT OF
Notice of proposed rules on the Residential Conservation Service Program was published
in the 3/19/79 Fed. Reg., pp. 76546-797. The program will attempt to encourage
energy conservation through the installation of conservation measures in existing
homes and would require large utilities and encourage States to submit conserva
tion service programs. An important part of the program includes the requirement
that residential customers be able to obtain "energy audits" of their homes.
Qualification procedures for auditors of energy conservation measures will be
determined by the States, in accordance with the requirements established by
these rules. Comments on the proposal are due by 5/25/79. Also included in the
notice was an announcement of public hearings on the proposal to be held in seven
cities in April and May.. For additional information contact James R. Tanck at
202/376-4708.
FEDERAL MARITIME COMMISSION
A final rule on financial responsibility for water pollution has been issued (see
3/20/79 Fed. Reg., pp. 16918-32). This rule implements the vessel certification
and financial responsibility provisions of the Outer Continental Shelf Lands
Act Amendments of 1978 which imposed upon persons who own and operate vessels
carrying oil from offshore facilities above the Outer Continental Shelf a new
liability for damages and removal costs resulting from discharges of oil. These
regulations set forth the manner by which financial responsibility can be
demonstrated to the Commission and provide for the issuance of Certificates of
Financial Responsibility which must be carried aboard such vessels. This rule
became effective on 3/20/79. Further information is available by contacting
Robert G. Drew at 202/523-5840.
FEDERAL TRADE COMMISSION
A major study of procedures used by the Coimission to formulate trade regulation rules
is now being conducted by the Administrative Conference of the United States. The
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study, which will be sent to Congress along with legislative recommendations, will
evaluate present procedures adopted under the Magnuson-Moss Warranty Act. A
series of proposed recommendations have been released by the Conference for comment
(see the 2/21/79 Fed. Reg., p. 17538). For more information on the study contact
Stephen Babcock at 202/254-7020.
In a related matter, the Commission has issued a new interim rule on "ex parte
communications" that would allow certain communications from outsiders to the
commissioners or commission advisors with respect to trade regulation rulemaking
proceedings (see the 3/19/79 Fed. Reg., pp. 16366-68). The new rules replace
the previous total ban on outside communications adopted to preserve the
"integrity” of the rulemaking process. The new rules, which should provide the
Commission with more data on which to make informed decisions, would allow such
communications as long as they are made fully available to the public. Comments
on the new rules will be accepted until 4/18/79. For more information contact
Thomas Sheehan at 202/523-3865.
GENERAL ACCOUNTING OFFICE
The loss of Federal money through ineffective or nonexistent action on auditors1
findings with respect to Federal grants and contracts was the subject of hearings
last week before the House Government Operations Subcommittee on Legislation and
National Security. The hearings were based on a GAO report published last fall
(see 11/6/78 Wash. Report) which charged that the lack of effective systems "for
resolving auditors' findings could be costing the government hundreds of millions
annually — most of which grantees and contractors are keeping although they are
not entitled to the funds under applicable laws and regulations." Subcommittee
Chairman Jack Brooks (D-Tex) is pressing for implementation of the recommendations
contained in the GAO report, which include: a requirement that auditors keep
full records of all findings until final case disposition; a six-month limitation
on case disposition; a requirement for documentation and legal concurrence on
decisions not to pursue recovery of amounts due; and pursuit of the resolution
of findings by an independent official in cases not decided within the six-month
limit. Rep. Brooks would place responsibility for these changes with QMB, which
is currently working on a comprehensive program for improving agency financial
systems to be implemented with their budget review process. This program is
expected to be implemented in about three months.
In a related matter, Comptroller General Elmer Staats testified before a
recent Senate Budget Committee hearing on fraud and abuse that approximately
$8.2 billion could be saved if the Federal government adopted all of the GAO's
recommendations for cost-saving and efficiency promotion. Staats agreed with
Deputy Attorney General Benjamin R. Civiletti and HEW Inspector General Thomas
Morris that fraud and abuse are widespread in Federal programs and that billions
could be saved by more vigorous and effective preventive and investigatory
programs. However, all three emphasized their belief that the new anti-fraud and
efficiency-boosting programs are making a significant contribution toward curbing
fraud and abuse in Federal programs.
GENERAL SERVICES ADMINISTRATION
The "Directory of Federal Regional Structure", revised as of May 1, 1978, has been
released by the Office of the Federal Register, National Archives and Records
Service, General Services Administration. The Directory includes a map shewing
the 10 standard Federal regions followed by tables listing the key personnel,
addresses, and telephone numbers of agencies with offices in those regions. In
addition, maps and tables are provided for those agencies with regional structures

-3-

differing from the standard regional system. It is designed to provide the public
with practical information about regional offices, and is particularly useful to
citizens residing outside Washington. The cost of the Directory is $2.30 per
copy (S/N 022-003-00949-3) and it may be obtained by contacting the GPO.
SECURITIES AND EXCHANGE COMMISSION
The tentative conclusions and recommendations of the AICPA Reports by Management
Special Advisory Committee will be discussed at an open meeting of the Commission
to be held on 3/29/79. The Commission will consider a letter of comment that
would be filed with the special committee. For further information contact
James Doyle at 202/472-3782.
The Commission will also discuss whether to adopt the experimental Form S-18,
a simplified form generally available to corporate issuers provided they are
not subject to the Commission’s continuous reporting requirements, at the
3/29/79 meeting. The Form provides for registration under the ’33 Act of
securities sold for cash not exceeding an aggregate offering price of $5 million.
For more information contact Paul A. Belvin or Douglas Perry at 202/755-1750.
The meeting will be held at SEC headquarters in Washington beginning at 10:00 a.m.
SMALL BUSINESS ADMINISTRATION
The new Multinational Trade Agreement will continue the small and minority business
set-aside for the Government’s procurement business. This announcement was
made by the White House in response to an avalanche of criticism by members of
Congress and a variety of small and minority business associations. Robert
Strauss, the Administration’s chief trade negotiator, took the brunt of the
criticism while appearing before the House Small Business Oversight and Minority
Enterprise Subcommittee last week. The Subcommittee criticized the secrecy
which shrouded the Geneva trade negotiations and challenged his estimate of
potential losses in government procurement programs for small and minority
businesses without traditional set-aside provisions. Strauss estimated
domestic losses as a $300 million market while emphasizing that a $20 billion
European market would become available for the first time. Small and minority
business associations, unconvinced that their members could effectively compete
with U.S. multinational corporations and European cartels, estimated their
market share loss at $9 billion. Under continued questioning by the Subcommittee,
Strauss admitted that he had no prior consultations with small and minority
business associations before the negotiations, as required in the Trade Act.
Strauss also attempted to convince the panel that he had not informed the White
House of the potential losses to these same small and minority businesses
prior to or during his negotiations.
TREASURY, DEPARTMENT OF
Repeal of the carryover basis rules for inherited property has became a "live"
issue again on Capitol Hill. Senate Finance Chairman Russell Long (D-La) has
added his voice to those in favor of carryover repeal and predicts that there
are enough votes in both houses to override a promised Presidential veto if the
controversial estate tax rules are killed. Sen. Robert Dole (R-Kans), ranking
minority member of the Finance Committee, had threatened to tack the carryover
repeal measure on a bill extending countervailing duty waiver authority.
Special Trade Representative Strauss and Sen. Long were able to persuade Sen.
Dole to look for a less controversial bill in order to ease a veto override bill.
The premise by Sen. Long to vote for repeal in committee and search for another
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bill to carry the measure to the Senate floor has boosted chances for carryover
basis "reform” this-session.
Audit techniques, offers in compromise, large case audits and the new "Ethics in
Government" law ware among the topics discussed at the recent IRS Commissioner’s
Advisory Group meeting. IRS Commissioner Kurtz told the group that the Service
will work to coordinate audit techniques to assure national uniformity. It was
also reported that the IRS has been working bo revise its large case audit
program responding to legislative recommendations from the Ways and Means Over
sight Subcommittee. Additional steps have been taken to beef up the offers in
compromise procedure including training specialists within the Service and
delegating acceptance authority to regional commissioners. The group also
discussed the possible disincentives caused by new government ethics legislation.
The next meeting of the group was tentatively set for 6/11 and 6/12/79.
Attempts to protect taxpayer privacy made by the Tax Reform Act of 1976 have been
"successful" according to a recent study released by the General Accounting
Office ("Disclosure and Summons Provisions of 1976 Tax Reform Act — Privacy
Gains With Unknown Law Enforcement Effects," 3/12/79). The GAO points out that
although taxpayers have benefited from the increased confidentiality provided by
the disclosure provisions, many IRS employees remain confused by these new
provisions and this confusion has disrupted coordination between the IRS and law
. enforcement agencies. The GAO concludes that this disruption does not justify
a revision of the new confidentiality provisions and recommends that the IRS
provide employees with additional training in order to insure more protection
for taxpayers. A copy of the report is available by contacting the GAD.
Proposals for increased pension plan tax deductions will be the subject of hearings
to be held on 4/3/79 by the Senate Finance Subcommittee on Private Pension Plans
and Employee Fringe Benefits chaired by Sen. Lloyd Bentsen (D-Tex). Among the
bills to be discussed are S.557 and S.94, both introduced by Sen. Bentsen. S.557,
the Retirement Savings Act, would allow for annual tax deductions of up to $1,500
(or $1,750 for persons with an unemployed spouse) for contributions the
individual makes to an employer-sponsored pension plan or IRA. Individuals
cannot now take a deduction for contributions to a company pension plan. S.94
would allow a homemaker to make a deductible contribution of up to $1,500 to an
IRA regardless of the type of retirement plan of the income earning spouse.
Written comments on these issues, will be accepted by the Subcommittee until 4/20/79.
SPECIAL:

MEET THE AGA IN ST. LOUIS .

The Association of Government Accountants has announced that its national symposium
will be held on 6/18-6/20/79 at the Chase-Park Plaza in St. Louis. Included in
the agenda are discussions of such controversial topics as regulating the
profession, regulating the regulators, and inflation and its effect on government
programs. The symposium will feature a number of prominent speakers, including:
Sen. Thomas F. Eagleton (D-Mo), new "watchdog" of the accounting profession;
Ray Garrett, Jr., Vice Chairman of the AICPA’s public Oversight Board; Dr. Abraham
J. Briloff, outspoken critic of the profession; Comptroller General Elmer Staats;
and SEC Chairman Harold Williams. Additional information and reservations are
available by contacting the AGA at 703/684-6931.

For additional information contact:
Teresa Travers, Steven Woolf or Susan Fetter
202/872-8190

Al CPA Washington Report
American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006

FIRST CLASS MAIL

